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The   Legislative  Audit  Committee 
of  the  Montana  State   Legislature: 

This  is  our  financial-compliance  audit  report  on  the  Swan 
River  Youth  Forest  Camp  for  the  two  fiscal  years  ended  June  30, 
1986,  Included  in  this  report  are  recommendations  concerning 
noncompliance  with  state  law  requiring  agencies  to  spend  non- 
General  Fund  before  General  Fund  moneys,  recording  of  workers' 
compensation  premiums  and  noncompliance  with  state  accounting 
policies.  The  Department  of  Institutions'  response  is  contained  at 
the  end  of  the   report. 

We  thank  the  superintendent  and  his  staff  and  Department  of 
Institutions'   personnel   for  their  assistance  and  cooperation. 

Respectfully  submitted. 


Kespecttully  submitted. 


Scott  A.   Seacat 
Legislative  Auditor 
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SUMMARY   OF   RECOMMENDATIONS 

This   listing   serves  as   a   means   of  summarizing   the   recommendations 
contained   in  the  report  and  the  audited  agency's  reply. 
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Recommendation   #1 
The  camp: 

A.  Record   reimbursable  expenditures  in 
accordance  with   state  accounting 
policy. 

Agency   Response:      Concur.      See  page  22. 

B.  Use  non-General   Fund  money  before 
General   Fund  appropriations. 

Agency   Response:      Concur.      See  page  22. 

Recommendation   #2 

The  camp   record  all  expenditures  and 
liabilities  associated  with  workers' 
compensation   insurance  premiums   in  the 
year   incurred. 

Agency   Response:      Concur.      See  page  22. 

Recommendation  #3 
The  camp: 

A.  Provide  accounting   training   to  camp 
personnel . 

Agency   Response:      Concur.      See  page  22. 

B.  Review   monthly  accounting   reports 
for  reasonableness. 

Agency   Response:      Concur.      See  page  22. 

Recommendation   #^ 
The  camp: 

A.       Segregate  the  duties  over  its  finan- 
cial systems. 

Agency   Response:      Concur.      See  page  22, 
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SUMMARY  OF  RECOMMENDATIONS   (Continued) 
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B.       Require  two  authorized  signatures  on 

each  check  written  on   resident  accounts.  7 

Agency   Response:      Concur.      See  page  22. 

Recommendation   #5 

The  camp  account  for  the  breakfast  and  school 

lunch  programs  separately  on   its  accounting 

records.  8 

Agency   Response:      Concur.      See  page  22. 

Recommendation   #6 

The  camp  comply  with  state  law  concern- 
ing  furloughs.  8 

Agency   Response:      Concur.      See  page  23. 


INTRODUCTION 

We  performed  a  financial-compliance  audit  of  the  Swan  River 
Youth  Forest  Camp  (camp)  for  the  two  fiscal  years  ended  June  30, 
1986.      The  objectives  of  the  audit  were  to: 

1 .  make  recommendations  for  improvements  in  the  manage- 
ment and  internal  controls  of  the  camp; 

2.  determine  if  the  camp  complied  with  applicable  laws  and 
regulations; 

3.  determine  if  the  financial  schedules  present  fairly  the 
camp's  results  of  operations  for  the  two  fiscal  years 
ended  June   30,    1986;    and 

4.  determine  if  the  camp  implemented  the  prior  audit  rec- 
ommendations. 

This  report  contains  six  recommendations  to  the  camp.  These 
recommendations  address  areas  where  the  camp  can  improve  compli- 
ance with  laws  and  regulations,  internal  control,  and  financial 
reporting.  Other  areas  of  concern  deemed  not  to  have  a  signifi- 
cant effect  on  the  successful  operations  of  the  camp  are  not  spe- 
cifically included  in  the  report,  but  have  been  discussed  with 
management. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and 
disclosed  the  cost,    if  significant,   of  implementing   recommendations. 

BACKGROUND 

The  Swan  River  Youth  Forest  Camp  is  a  minimum  security 
adult  correction  facility  operating  under  the  direction/supervision 
of  the  Department  of  Institutions.  It  is  a  current  Department  of 
Institutions'  policy  that  the  camp  have  custody  of  offenders  be- 
tween the  ages  of  18  and  25  who  have  been  transferred  from  the 
state  prison  with  the  warden's  recommendation  and  the  Corrections 
Division's  administrator's  approval. 

The  camp's  functions  and  responsibilities  are  to:  1)  provide 
adequate  care  and  custody  and  effective  counseling  and  supervi- 
sion   of    the    residents;     and    2)    return    the    residents    to    society    as 


productive,  well-adjusted,  self-reliant  individuals  capable  of  mak- 
ing proper  decisions  and  functioning  without  difficulty  in  the 
community. 

The  residents  work  with  the  forestry  division  of  the  Depart- 
ment of  State  Lands  and  are  involved  in  several  forestry  programs 
such  as  thinning,  seeding,  planting  trees,  and  recreational  area 
maintenance.  In  addition,  the  residents  are  given  the  opportunity 
to  gain  experience  in  carpentry,  cooking,  and  mechanics.  Educa- 
tional programs  are  also  available  to  aid  residents  in  passing  the 
High  School   Equivalency   Examination. 

The  camp  was  authorized  26.33  full-time  employees  in  fiscal 
year  198U-85  and  26.83  in  fiscal  year  1985-86.  The  camp  has  an 
overall  capacity  of  Sn  residents,  with  an  emergency  capacity  of  55. 
The  average  daily  population  of  the  camp  during  the  two  fiscal 
years  ended  June  30,    1986  was  49   residents. 

RECOGNITION   OF    FINANCIAL  ACTIVITY 

According  to  state  accounting  policy,  the  camp  should  gen- 
erally recognize  expenditures  in  the  year  materials  or  services  are 
received.  It  should  recognize  revenues  when  the  amount  is  known 
or  reasonably  estimated,  and  can  be  collected  timely  enough  to  pay 
existing   liabilities. 

Two  of  the  camp's  Special  Revenue  Fund  accounts  record 
personal  service  and  operating  expenditures  that  are  reimbursed 
by  the  federal  government  for  the  federal  boarder  and  school  food 
programs.  Consequently,  the  camp  should  charge  expenditures 
equal  to  the  revenue  earned  in  these  two  accounts.  Other  expen- 
ditures incurred  by  the  camp,  that  are  not  reimbursed,  are 
charged  to  and  funded  by  the  General  Fund.  By  recording  expen- 
ditures equal  to  the  revenue  earned  in  the  Special  Revenue  Fund 
accounts,  the  camp  wou'd  ensure  it  uses  non-General  Fund  moneys 
before  General  Fund  appropriations,  in  accordance  with  section 
17-2-108,    MCA. 

During  our  testing,  we  noted  the  camp  does  not  follow  state 
accounting    policy    when     recording    expenditures     in     these    Special 


Revenue  Fund  accounts.  Instead,  the  camp  is  recording  expendi- 
tures in  the  Special  Revenue  Fund  when  cash  reimbursement  is 
received  and  disbursed  to  reimburse  the  General  Fund.  Since  the 
camp  does  not  receive  cash  reimbursement  for  fiscal  year-end 
expenditures  until  the  following  fiscal  year,  fiscal  year-end  expen- 
ditures are   recorded   in  the  General   Fund. 

Camp  personnel  stated  they  record  reimbursable  expenditures 
in  the  General  Fund  as  a  means  to  overcome  the  cash  flow  prob- 
lems inherent  in  a  reimbursement  account.  In  order  to  correctly 
record  reimbursable  expenditures  and  provide  the  necessary  operat- 
ing cash,  the  camp  could  obtain  a  noninterest  bearing  inter-entity 
loan  to  the  Special  Revenue  Fund.  Inter-entity  loans  are  provided 
for   in   section   17-2-107(2),   MCA. 

As  a  result  of  the  accounting  procedures  used,  we  issued  a 
qualified  opinion  on  the  Schedule  of  Changes  in  Fund  Balances 
shown  on  page  13.  General  Fund  expenditures  are  understated 
and  Special  Revenue  Fund  expenditures  are  overstated  by  $14,367 
in  fiscal  year  1981-85.  General  Fund  expenditures  are  overstated 
and  Special  Revenue  Fund  expenditures  are  understated  by  $10,208 
in  fiscal  year  1985-86.  The  accumulated  effect  of  using  the  ac- 
counting procedures  results  in  the  June  30,  1986  fund  balance  in 
the  Special  Revenue  Fund  being  overstated  by  $14,062.  In  addi- 
tion, the  camp  improperly  used  $10,208  of  General  Fund  appro- 
priations before  non-General   Fund  moneys  in  fiscal  year  1985-86. 

RECOMMENDATION   #1 


WE   RECOMMEND   THE   CAMP: 

A.  RECORD      REIMBURSABLE     EXPENDITURES      IN     ACCOR- 
DANCE  WITH   STATE   ACCOUNTING    POLICY. 

B.  USE     NON-GENERAL     FUND     MONEY     BEFORE     GENERAL 
FUND   APPROPRIATIONS. 


WORKERS'   COMPENSATION    PREMIUMS 

In    May    1985    the    Division    of    Workers'    Compensation     (DWC) 
raised    its    premium    rates   on    compensation    insurance.      Some  of  the 


state  institutions  did  not  have  the  necessary  funding  to  pay  the 
unanticipated  increase.  Department  officials  advised  us  that  as  a 
result,  the  Department  of  Institutions  (DofI)  entered  into  an  oral 
agreement  with  DWC  to  use  experience  modification  factors  in 
computing  the  insurance  premiums  which  were  less  than  the  newly 
issued  modification  factors.  By  using  the  adjusted  modification 
factors  and  the  resulting  rates  to  record  the  premiums  on  compen- 
sation insurance,  the  camp  understated  expenditures  and  liabilities 
for  fiscal  year  1985-86  by  $1,720.  The  camp  had  sufficient  spend- 
ing authority  to  properly  record  this  expenditure,  since  at  fiscal 
year-end  1985-86,  $6,591  remained  in  the  camp's  General  Fund 
appropriation. 

The  camp  d'd  not  comply  with  section  17-1-1 02(4) ,  MCA, 
which  requires  it  to  record  all  liabilities  and  expenditures  on  its 
financial  records  in  accordance  with  procedures  prescribed  by  the 
Department  of  Administration.  The  Department  of  Administration 
has  prescribed  procedures  for  recording  liabilities  and  expendi- 
tures which  are  explained  in  the  Montana  Operations  Manual.  A 
Dofi  official  indicated  that  because  DWC  did  not  provide  the  de- 
partment with  the  necessary  information  to  accurately  budget  for 
the  DWC  insurance  rate  increases,  it  was  not  possible  for  DofI  to 
accurately  budget  for  DWC  insurance  premiums  in  fiscal  years 
1985-86  and  1986-87.  The  Department  of  Institutions  intends  to 
seek  supplemental  appropriation  authority  to  pay  the  fiscal  year 
1985-86  and  1986-87  increased  workers'  compensation  premiums  of 
all  institutions.  The  overall  issue  will  be  addressed  in  the  current 
biennial  audits  of  the  Department  of  Labor  and  industry  and  the 
Department  of  Institutions. 

RECOMMENDATION   #2 

WE  RECOMMEND  THE  CAMP  RECORD  ALL  EXPENDITURES 
AND  LIABILITIES  ASSOCIATED  WITH  WORKERS'  COMPEN- 
SATION   INSURANCE   PREMIUMS    IN   THE   YEAR    INCURRED. 


ACCOUNTING    ISSUES 

Each  state  agency  is  required  to  follow  state  accounting  policy 
as  outlined  in  the  Montana  Operations  Manual  (MOM).  The  situa- 
tions discussed  below  are  cases  where  the  camp's  accounting 
procedures  did  not  comply  with   state  accounting   policy. 

1.  Because  the  Department  of  Institutions,  Central  Office, 
(ICO)  was  the  administering  agency  for  the  federal 
boarders  and  canteen  programs  during  fiscal  year 
1983-84,  cash  was  moved  from  the  camp's  records  to 
ICO's  records  at  fiscal  year-end.  When  ICO  transferred 
the  cash  back  to  the  camp's  records  at  the  beginning  of 
fiscal  year  1984-85,  the  wrong  account  was  used.  This 
resulted  in  prior  year  revenue  adjustments  being  over- 
stated and  direct  entries  to  fund  balance  understated  in 
the  Special   Revenue  Fund  by  $29,278. 

2.  The  camp  incorrectly  recorded,  at  fiscal  year-end 
198U-85,  accounts  receivable  and  deferred  revenue  for 
both  the  federal  boarder  and  the  school  lunch  programs. 
The  camp  was  unable  to  explain  the  source  of  the 
amounts.  MOM  requires  adequate  support  documentation 
of  all  transactions.  In  addition,  state  policy  requires 
only  the  portion  of  grant  moneys  received  in  advance  of 
expenditures  actually  made  be  recorded  as  deferred 
revenue.  Since  these  programs  are  on  a  reimbursement 
basis,  the  camp  should  not  have  recorded  deferred 
revenue. 

3.  The  camp  did  not  establish  deferred  revenue  for  unspent 
vocational  education  moneys.  As  a  result,  deferred 
revenue  is  understated  and  revenue  is  overstated  by 
$1,193  in  the  Special  Revenue  Fund  at  fiscal  year-end 
1985-86. 

4.  The  camp  improperly  recorded  merchandise  inventory  in 
its  Education  Consolidation  and  Improvement  Act  (ECIA), 
Chapter  1  account.  Camp  personnel  indicated  the  inven- 
tory consisted  of  food  commodities  received  in  fiscal  year 
1983-84  and  of  software,  books,  filmstrips,  etc.  pur- 
chased. Currently,  there  is  not  a  state  policy  which 
requires  the  camp  to  record  food  commodities  on  the 
state's  accounting  records.  Since  the  software,  books, 
filmstrips,  etc.  are  not  for  resale  or  consumption,  the 
camp  should   not  record  these  items  as  inventory. 


We  were  unable  to  determine  why  most  of  the  errors  occurred 
because  of  turnover  in  personnel,  and  because  of  a  limited  amount 
of  supporting  documentation   for  accounting  transactions. 

The  camp  could  reduce  the  number  of  accounting  errors  by 
providing  training  to  personnel  who  code,  review,  and  approve 
accounting  documents.  The  training  should  enable  the  camp  to 
record  transactions  in  accordance  with  state  accounting  policy. 

The  person  responsible  for  reviewing  and  approving  account- 
ing documents  should  also  review  the  monthly  accounting  reports 
for  reasonableness.  The  camp  could  detect  some  coding  errors  by 
reviewing  the  monthly  general  ledgers  and  determining  the  cause 
of  unusual   items. 

RECOMMENDATION   #3 

WE   RECOMMEND   THE   CAMP: 

A.  PROVIDE    ACCOUNTING     TRAINING    TO     CAMP    PERSON- 
NEL. 

B.  REVIEW     MONTHLY     ACCOUNTING     REPORTS     FOR     REA- 
SONABLENESS. 


SEGREGATION   OF   DUTIES 

in  our  prior  and  current  audits,  we  noted  the  camp  does  riot 
have  adequate  segregation  of  accounting  and  authorization  func- 
tions over  the  accounting  system.  The  lack  of  segregation  of 
duties  weakens  the  control  over  the  discovery  and  correction  of 
errors.  For  example,  the  accounting  technician  both  prepared  and 
authorized  the  camp's  accounting  documents.  State  policy  requires 
all  SBAS  documents  be  signed  by  an  appropriate  supervisor. 
Camp  personnel  indicated  the  superintendent  was  not  available  to 
sign  the  documents  at  the  time  the  documents  were  prepared. 

In  addition,  the  camp  maintains  the  resident  accounts  in  a 
non-treasury  checking  account.  The  camp  and  state  policy  require 
two  authorized  signatures  on  each  check  written  on  the  resident 
accounts.      During  our  review  of  checks,    we  noted   two   instances   in 


a  two-month  period  in  fiscal  year  1985-86  where  checks  had  only 
one  authorized  signature.  Furthermore,  the  individual  who  autho- 
rized the  checks  also  prepared  them  and  balanced  the  bank  state- 
ment. 

Finally,  we  noted  the  food  service  manager  does  the  ordering 
and  receiving  of  goods,  the  taking  of  inventory,  and  the  review  of 
usage  for  the  food  commodity  program. 

Camp  personnel  indicated  there  is  a  lack  of  personnel  to 
ensure  strong  internal  controls.  Even  though  the  camp  is  a 
smaller  agency,  it  could  segregate  some  of  the  duties  among  exist- 
ing  personnel. 

RECOMMENDATION   #4 

WE   RECOMMEND   THE   CAMP: 

A.  SEGREGATE    THE    DUTIES    OVER     ITS     FINANCIAL    SYS- 
TEMS. 

B.  REQUIRE     TWO     AUTHORIZED     SIGNATURES     ON      EACH 
CHECK   WRITTEN   ON    RESIDENT   ACCOUNTS. 


STATE   COMPLIANCE 

School   Food   Programs 

The  camp  did  not  account  for  the  school  breakfast  and  the 
school  lunch  programs  separately  during  fiscal  years  1984-85  and 
1985-86.  These  programs  are  separate  federal  programs  as  defined 
by  the  Catalog  of  Federal  Domestic  Assistance.  Section  17-2-103(3), 
MCA,  requires  that  each  federal  grant  or  other  federal  money 
within  any  fund  must  be  identifiable  as  a  separate  accounting 
entity,  reporting  center,  responsibility  center,  or  revenue  identi- 
fication code,  and  an  account  must  be  made  of  each  such  grant  or 
other  money  by  income  and  expenditure  for  each  federal  grant 
year  or  fiscal  year  as  may  be  applicable.  Camp  personnel  were 
not  aware  of  this  law. 


AUDITOR'S   OPINION    LETTER 
AND  AGENCY   FINANCIAL  SCHEDULES 


SUMMARY   OF  AUDIT   OPINION 

The  auditor's  opinion  issued  in  the  report  is  intended  to 
convey  to  the  reader  of  the  financial  schedules  the  degree  of 
reliance  that  can  be  placed  on  the  amounts  presented.  Except  for 
the  schedule  on  page  16,  the  financial  schedules  are  prepared  from 
the  Statewide  Budgeting  and  Accounting  System  (SBAS)  without 
adjustments  for  errors  noted  during  the  audit.  This  is  done  to 
convey  the  degree  of  reliance  users  may  place  on  the  SBAS  infor- 
mation. 

The  qualified  opinion  on  the  Schedule  of  Changes  in  Fund 
Balances  and  the  Schedule  of  Budgeted  Revenue  -  Estimate  and 
Actual  for  the  two  fiscal  years  ended  June  30,  1986,  denotes  the 
reader  should  use  caution  when  using  the  financial  information  on 
these  schedules.  The  schedules  are  misstated  because  the  camp 
did  not  record  the  financial  activity  for  canteen,  gifts  and  dona- 
tions, crafts  and  boxing  accounts;  the  Department  of  Institutions, 
Central  Office  (ICO),  improperly  transferred  cash  to  the  camp's 
records  using  the  wrong  control  accounts;  the  camp  incorrectly 
used  the  "cash  basis"  of  accounting  to  record  expenditures;  the 
camp  incorrectly  recorded  reimbursement  revenue  rather  than  prior 
year  revenue  adjustments;  and  the  camp  incorrectly  recorded 
accounts  receivable. 

The  unqualified  opinion  on  the  Schedule  of  Budgeted  Program 
Expenditures  by  Object  and  Fund  and  the  Schedule  of  Additions 
and  Deductions  to  Resident  Account  Fund  Assets  for  the  two  fiscal 
years  ended  June  30,  1986,  means  the  schedules  are  fairly  stated 
in  all  material  respects  and  the  user  can  rely  on  the  information 
presented. 


STATE  OF  MONTANA 


(^tittt  uf  tht  '^t^isiniiixt  ^nbiixtx 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


SCOTT  A.  SEACAT 

LEGISLATIVE  AUDJTOfl 


DEPUTY  LEGISLATIVE  AUDITOnS; 
JAMES  GILLETT 

FINANCIALCOMPLIANCE  AUDITS 

JIM  PELLEGRINI 

PERFORMANCE  AUDITS 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  financial  schedules  of  Swan  River  Youth 
Forest  Camp  for  each  of  the  two  fiscal  years  ended  June  30,  1985 
and  1986,  as  shown  on  pages  13  through  20.  Our  examination  was 
made  in  accordance  with  generally  accepted  auditing  standards 
and,  accordingly,  included  such  tests  of  the  accounting  records 
and  such  other  auditing  procedures  as  we  considered  necessary  in 
the  circumstances. 

The  camp's  financial  schedules  are  prepared  in  accordance 
with  the  basis  of  accounting  described  in  Note  1  to  the  financial 
schedules.  Accordingly,  the  accompanying  financial  schedules  are 
not  intended  to  present  financial  position  and  results  of  operations 
in  conformity  with  generally  accepted  accounting   principles. 

The  camp  did  not  record  the  financial  activity  for  the  can- 
teen, gifts  and  donations,  crafts  and  boxing  accounts  on  the 
state's  accounting  records  during  fiscal  year  1981-85.  This  re- 
sulted in  understatements  in  the  Special  Revenue  Fund  as  docu- 
mented  in   Note  6  to  the  financial   schedules. 

Since  the  Department  of  Institutions  (ICO)  was  the  adminis- 
tering agency  for  the  camp's  federal  boarders  and  canteen  pro- 
grams for  fiscal  year  1983-84,  cash  was  moved  from  the  camp's 
records  to  ICO's  records  at  fiscal  year-end.  When  the  cash  was 
transferred  back  to  the  camp's  records  at  the  beginning  of  fiscal 
year  1984-85,  the  wrong  control  account  was  used.  This  resulted 
in  prior  year  revenue  adjustments  being  overstated  and  cash 
transfer  being  understated  by  $29,278  for  the  Special  Revenue 
Fund   in  fiscal  year  1984-85. 
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The  camp  did  not  record  federal  boarder  expenditures  in 
accordance  with  state  accounting  policy.  As  a  result,  the 
following  over(under)misstatements  occurred. 


Fiscal  Year 

Fiscal  Year 

198A-85 

1985-86 

$(13,046) 

$  9,732 

(13,0A6) 

9,732 

13,046 

(9,732) 

13,046 

9,732 

General   Fund 
Expenditures 
Support    from   State   of  Montana 

Special   Revenue    Fund 
Expenditures 
Cash  Transfers 
June   30,    1986   Fund  Balance 


During  fiscal  year  198'4-85,  the  camp  incorrectly  recorded 
reimbursement  revenue  rather  than  prior  year  revenue  adjust- 
ments. As  a  result,  reimbursement  revenue  is  overstated  and 
prior  year  revenue  adjustments  is  understated  by  $T4,520  for  fiscal 
year  1984-85  in  the  Special   Revenue  Fund. 

The  camp  reported  an  invalid  accounts  receivable  at  June  30, 
1986.  As  a  result,  the  June  30,  1986,  fund  balance  in  the  Special 
Revenue  Fund  is  overstated  by  $9,317. 

In  our  opinion,  except  for  the  effects  of  the  matters  dis- 
cussed in  paragraphs  three  through  seven,  the  Schedule  of  Changes 
in  Fund  Balances,  the  Schedule  of  Budgeted  Revenue  -  Estimate 
and  Actual,  and  the  Schedule  of  Program  Expenditures  by  Object 
and  Fund  for  the  two  fiscal  years  ended  June  30,  1986,  present 
fairly  the  results  of  operations  of  the  Swan  River  Youth  Forest 
Camp,  in  conformity  with  the  basis  of  accounting  described  in 
Note  1 ,  which  except  for  the  change  in  recording  canteen  activity, 
with  which  we  concur,  described  in  Note  1C  to  the  financial  sched- 
ules,  has  been  applied  on  a  consistent  basis. 


11 


In  our  opinion,  the  Schedule  of  Additions  and  Deductions  to 
Resident  Account  Fund  Assets  for  the  two  fiscal  years  ended 
June  30,  1986,  present  fairly  the  results  of  operations  of  Swan 
River  Youth  Forest  Camp,  in  conformity  with  the  basis  of 
accounting  described  in  Note  1  ,  which  except  for  the  change  in 
recording  canteen  activity,  with  which  we  concur,  described  m 
Note  IC    to   the   financial    schedules,    has   been    applied   on   a   consis- 


tent basis. 


Respectfully   submitted, 

James  Cillett.   CPA 
Deputy   Legislative  Auditor 


January  21,    1987 
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52 

68,854 

(2.034) 

(744) 

809,989 

12.197 

32 

104.436 

1,014 

826,561 

4.674 

26.029 

1.635.614 

215,446 

DEPARTMENT  OF  INSTITUTIONS 

SWAN  RIVER  YOUTH  FOREST  CAMP 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1986 

Special 
Revenue 
General  Fund      Fund 

FUND  BALANCE:  July  1,  1984  $     -0-      $  23.063 

ADDITIONS 

Fiscal  Year  1984-85 

Budgeted  Revenue 

Nonbudgeted  Revenue  &  Transfers  In 

Support  from  State  of  Montana 

Prior  Year  Revenue  Adjustments 
Fiscal  Year  1985-86 

Budgeted  Revenue 

Nonbudgeted  Revenue  &  Transfers  In 

Support  from  State  of  Montana 

Prior  Year  Revenue  Adjustments 

Cash  Transfer 

Total  Additions 

REDUCTIONS 

Fiscal  Year  1984-85 
Budgeted  Expenditures  807,462       88,943 

Prior  Year  Expenditure  Adjustments  545 

Cash  Transfer  1,931 

Fiscal  Year  1985-86 
Budgeted  Expenditures  829,229      117,849 

Prior  Year  Expenditure  Adjustments  (32) 

Direct  Entries  to  Fund  Balance  (1,590)^    (29,226)^ 

Total  Reductions  1,635,614      179,497 

FUND  BALANCE:  June  30,  1986  $ z^  $  59.012 


^Inventory  adjustment  was  made  to  reflect  the  year-end  balance  for 
the  supplies  account. 

^This  adjustment  to  fund  balance  consisted  of  cash  transfers  to 
Institutions  Central  Office  and  inventory  adjustments  to  the  can- 
teen and  the  clothing  account  at  year-end. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Account- 
ing System.   Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  17  through  20. 
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DEPARTMENT  OF  INSTITUTIONS 

SWAN  RIVER  YOUTH  FOREST  CAMP 

SCHEDULE  OF  BUDGETED  REVENUE  -  ESTIMATE  &  ACTUAL 

FOR  THE  TOO  FISCAL  YEARS  ENDED  JUNE  30,  1986 


Sale  of 
Rent, Leases  Documents  &   Federal 

&  Royalties  Reimbursements^  Merchandise  Assistance-*- 


Total 


FISCAL  YEAR  1985-86 

GENERAL  FUND 
Estimated  Revenue       $100 
Actual  Revenue  32 

Collections  Over 

(Under)  Estimate      $(68) 


100 

32 


(68) 


SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$21,000 
5A.197 

$33.197 


$36,120 
50,239 


$  57,120 
10A,A36 


$14.119   $  A7.316 


FISCAL  YEAR  1984-85 

GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$100 
52 

$(48) 


$    100 

52 

$    (48 

$22,79A 

$  4,514 

$20,555 

$  47,863 

29,461 

25,336 

14,057 

68,854 

$  6.667 

$20,822 

$(6,498) 

$  20.991 

■^See  footnote  IC. 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System. 
Additional  information  is  provided  in  the  notes  to  the  financial  schedules  on 
pages  17  through  20. 


14 


DEPARTMENT  OF  INSTITUTIONS 
SWAN  RIVER  YOUTH  FOREST  CAMP 
SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  BY  OBJECT  AND  FUND 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1986 


Care  &  Custody 


PERSONAL  SERVICES 
Salaries 
Hourly  Wages 
Employee  Benefits 
Total 

OPERATING  EXPENSES 
Contracted  Services 
Supplies  &  Materials 
Communications 
Travel 
Rent 

Utilities 

Repair  &  Maintenance 
Other  Expenses 
Goods  Purchased  For  Resale 
Total 


Fiscal 

Fiscal 

Year 

Year 

1985-86 

1984-85 

$534,984 

$521,264 

5,197 

6,120 

126, 3A5 

121,722 

666,526 

649,106 

16,746 

21,180 

89,523 

85,045 

6,918 

6,542 

1,502 

2,096 

1,656 

1,943 

35,212 

38,619 

11,446 

14,983 

52,995 

45,278 

51.325 

23,571 

267,323 

239,257 

EQUIPMENT 
Equipment 
Total 

TOTAL  PROGRAM  EXPENDITURES 


13,229 
13,229 

$947.078 


8.042 
8,042 

$896.405 


GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 


$842,964 

829,229 

$  13.735 


$860,757 

807,462 

$  53.295 


SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 


$132,721 

117,849 

$  14.872 


$  94,835 

88,943 

$  5.892 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Account- 
ing System.  Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  17  through  20. 
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DEPARTMENT  OF  INSTITUTIONS 

SWAN  RIVER  YOUTH  FOREST  CAMP 

SCHEDULE  OF  ADDITIONS  AND  DEDUCTIONS 

TO  RESIDENT  ACCOUNT  FUND  ASSETS 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1986 


Cash  Balance,  July  I,  198A 


$  6,833 


Additions: 

Fiscal  Year  1984-85 

Fiscal  Year  1985-86 

Total  Additions 


102,739 
104,622 


207,361 


Deductions: 

Fiscal  Year  1984-85 

Fiscal  Year  1985-C6 

Total  Deductions 


98,887 
111,907 


210,794 


Cash  Balance,  June  30,  1986 


$   3,400 


The  cash  in  this  account  belongs  to  the  residents  of  the  camp.  The 
camp  acts  as  an  agent  by  accounting  for  these  resident  moneys. 
This  schedule  is  prepared  from  manual  records  maintained  by  the 
camp.  Only  the  year-end  balances  are  recorded  on  the  Statewide 
Budgeting  and  Accounting  System.  Additional  information  is  pro- 
vided in  the  notes  to  the  financial  schedules  on  pages  17  through 
20, 
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DEPARTMENT   OF   INSTITUTIONS 

SWAN    RIVER   YOUTH    FOREST   CAMP 

NOTES   TO   THE   FINANCIAL   SCHEDULES 

FOR   THE   TWO   FISCAL  YEARS   ENDED   JUNE   30,    1986 


1  .      SUMMARY   OF   SIGNIFICANT   ACCOUNTING   POLICIES 

The  following  is  a  summary  of  the  significant  accounting 
policies  used  by  the  camp. 

A.       Basis  of  Presentation 

The  financial  schedules  are  prepared  from  the  Statewide 
Budgeting  and  Accounting  System  (SBAS)  without  adjustments  with 
the  exception  of  the  Schedule  of  Additions  and  Deductions  to 
Resident  Account  Fund  Assets  which  have  been  prepared  from 
SBAS  and  the  camp's  subsidiary  detail  ledger.  Accounts  are 
organized  on  the  basis  of  funds  according  to  state  law.  The 
following   fund   types  are  used  by  the  camp: 

General  Fund  -  accounts  for  all  financial  resources  except 
those   required  to  be  accounted   for  in  other  funds. 

Special  Revenue  Fund  -  accounts  for  the  proceeds  of  specific 
revenue  sources  that  are  legally  restricted  to  expenditures 
for  specific  purposes.  Legislative  appropriation  is  required 
to  spend   from  this  fund. 

Trust  and  Agency  Fund  -  accounts  for  assets  held  in  trust  as 
an  agent  for  others.  Resident  accounts  are  accounted  for  in 
this  fund. 


B.       Basis  of  Accounting 

The    camp    is    required    by    state    accounting    policy    to    use  the 

modified  accrual  basis  of  accounting,  which  is  described  in  the 
Montana  Operations  Manual. 

Under   the   modified   accrual    basis   of  accounting,    revenues  are 

recognized    when    measurable    and    available,    and    expenditures  are 

recorded    for   valid   obligations.      A   valid   obligation   exists   when  the 


17 


associated   liability    is    incurred   except   for   the   following   items   which 
are  also  considered  valid  obligations  under  state  accounting   policy. 

1.  System  development  inter-agency  or  intra-agency  service 
agreements  and  other  professional  service  contracts  may 
be  accrued  at  the  end  of  the  fiscal  year  in  which 
created. 

2.  Equipment  expenditures  may  be  charged  against  the 
fiscal   year  in   which  a   purchase  order  has  been   issued. 

3.  Goods  ordered,  but  not  received  as  of  the  fiscal  year- 
end,  may  be  accrued  if  the  purchase  order  was  issued  in 
the  fiscal  year  in  which  the  anticipated  expenditure  is  to 
be  accrued. 


C.       Changes   in  /accounting   Policies 

The   camp    made    the    following    changes    in    its    accounting    poli- 


cies: 


1.  During  fiscal  year  1985-86,  the  camp  budgeted  for  and 
recorded  the  canteen  activity  in  its  Special  Revenue 
Fund.  During  fiscal  year  1984-85,  the  camp  failed  to 
record  all  canteen  activity  except  that  related  to  clothes 
sales  to  the  residents  on  the  state's  accounting   records. 

2.  During  fiscal  year  1984-85,  the  camp  recorded  its  reim- 
bursements from  federal  boarder  as  reimbursements  and 
in  fiscal  year  1985-86,  due  to  a  statewide  revenue  re- 
classification, recorded  these  amounts  as  federal  assis- 
tance. 

3.  During  fiscal  year  1984-85,  changes  (increases/decreases) 
in  inventory  between  fiscal  year  1983-84  and  fiscal  year 
1984-85  were  recorded  as  nonbudgeted  revenue.  During 
fiscal  year  1985-86  these  changes  in  inventory  between 
fiscal  year  1984-85  and  fiscal  year  1985-86  were  recorded 
as  direct  entries  to  fund  balance. 

4.  During  fi;':al  year  1984-85,  any  cash  in  treasury  bal- 
ances in  federal  boarder  reimiaursement,  canteen,  and 
improvement  accounts  transferred  to  Department  of 
Institutions  during  the  closing  process.  During  fiscal 
year  1985-86,  the  cash  in  treasury  balance  remained  at 
the  camp. 
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2.  VACATION   AND   SICK    LEAVE 

Employees  at  the  camp  accumulate  both  vacation  and  sick 
leave.  Employees  are  paid  for  100  percent  of  unused  vacation  and 
25  percent  of  unused  sick  leave  credits  upon  termination.  Accu- 
mulated unpaid  liabilities  for  vacation  and  sick  leave  are  not  re- 
flected in  the  financial  schedules  of  the  camp.  Expenditures  for 
termination  pay  currently  are  absorbed  in  the  annual  operational 
costs  of  the  camp.  At  June  30,  1986,  the  camp  had  a  liability  of 
$34,559  for  vacation   leave  and  $22,339   for  sick  leave. 

3.  PENSION    PLAN 

Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS)  or  Teachers'  Retirement  System  (TRS). 
The  camp's  contributions  to  these  plans  are  shown  below: 

Fiscal   Year  Fiscal  Year 

1984-85  1985-86 

PERS  $29,596  $30,513 

TRS  1,613  1,640 

Total  $31,209  $32,153 


4.  BENEFITS 

The  camp  provides  one  meal  per  shift  to  all  employees  as  a 
benefit.  The  camp  served  6,953  meals  to  employees  during  fiscal 
year  1984-85  at  a  cost  of  $7,787.  During  fiscal  year  1985-86, 
6,995  meals  were  provided  at  a  cost  of  $7,764. 

5.  GENERAL   FUND   BALANCE 

The  General  Fund  is  a  statewide  fund.  Agencies  do  not  have 
a  separate  General  Fund  since  their  only  authority  is  to  pay 
obligations  from  the  statewide  General  Fund  as  long  as  they  stay 
within  their  appropriation  limits.  Thus,  on  an  agency  schedule 
the  General  Fund  beginning  and  ending  fund  balance  will  always 
be  zero. 
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6.      NON-SBAS   FUNDS 

The  camp's  activity  for  the  canteen,  gifts  and  donations, 
boxing  and  craft  accounts  were  not  reflected  on  SBAS  in  fiscal 
year  1984-85.  The  unrecorded  fiscal  year-end  1984-85  Special 
Revenue   Fund  activity  is  as  follows: 

Fiscal   Year 
1984-85 

Cash  $    1,766 

Nonbudgeted   Revenues  25,332 

Nonbudgeted   Expenditures  26,492 

Beginning   Fund    Balance  2,926 


7.      UNRECORDED   WORKERS'   COMPENSATION    PREMIUMS 

There  is  a  workers'  compensation  liability  that  has  not  been 
recorded  in  the  accounting  records.  The  liability  for  the  camp  as 
of  June  30,  1986,  is  $1,720.  The  corresponding  expenditure  has 
not  been   recorded   in  the  accounting   records. 
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AGENCY    RESPONSE 


DEPARTMENT  OF  INSTITUTIONS 


TEDSCHWINDEN  GOVERNOR 


STATE  OF  MONTANA' 


1539  IITH  AVENUE 


HELENA.  MONTANA  59620 


March  26,    1987 


MAR  2  6  1987 

MONTANA  LEGISLATIVE 
AUDITOR 


Legislative  Audit  Committee 

of  the  Montana  State  Legislature 
Office  of  the  Legislative  Auditor 
Capitol  Station 
Helena,   MT     59620 

Gentlemen: 

We  have  reviewed  the  audit  report  prepared  by  the  Office  of  the  Legislative 
Auditor  for  Swan  River  Forest  Camp. 

The  report  provides  a  very  welcome  service  and  is  sincerely  appreciated. 

Our  response  to  the  recommendations  is  attached. 

Sincerely, 

J^^TrrSllROLL  V.   SOUTH,   Director 
<r       Department  of  Institutions 

Attachment 
CS:fm 
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«'j  fO-Ji   OPOOB-    ■..'.  EMPtOvfH 


RECOMMEMPATION  #1 

WE  RECOMMEND  THE  CAMP : 

A.  RECORD  REIMBURSABLE  EXPEflDITURES  IN  ACCORDANCE  WITH  STATE  ACCOUNTING 
POLICY. 

B.  USE  NON-GENERAL  FUND  MONEY  BEFORE  GENERAL  FUND  APPROPRIATIONS. 

RESPONSE 

A.  Concur.   The  Camp  will  record  reimbursable  expenditures  in  accordance 
with  state  accounting  policy. 

B.  Concur.  The  Camp  will  obtain  a  non-interest  bearing  inter-entity  loan  to 
the  Special  Revenue  Fund. 

RECOMMENDATION  #2 

WE  RECOMMEND  THE  CAMP  RECORD  ALL  EXPENDITURES  AND  LIABILITIES  ASSOCIATED  WITH 

WORKER'S  COMPENSATION  INSURANCE  PREMIUMS  IN  THE  YEAR  INCURRED. 

RESPONSE 

Concur.   The  Camp  will  comply  with  Section  17-1-102,  MCA  and  report  all 

liabilities  and  expenditures  on  its  financial  records  in  accordance  with 

procedure  as  prescribed  by  the  Department  of  Administration  in  the  Montana 

Operations  Manual  with  assistance  and  direction  from  the  Department  of 

Institutions. 

RECOMMENDATION  #3 

WE  RECOMMEND  THE  CAMP: 

A.  PROVIDE  ACCOUNTING  TRAINING  TO  CAMP  PERSONNEL. 

B.  REVIEW  MONTHLY  ACCOUNTING  REPORTS  FOR  REASONABLENESS. 

RESPONSE 

A.  Concur.  The  Camp  will  provide  accounting  training  to  personnel  who  code, 
review  and  approve  accounting  documents. 

B.  Concur.    The   Camp   will   review   monthly   accounting   reports   for 
reasonableness  and  make  necessary  corrections. 

RECOMMENDATION  #4 

WE  RECOMMEND  THE  CAMP: 

A.  SEGREGATE  THE  DUTIES  OVER  ITS  FINANCIAL  SYSTEMS. 

B.  REQUIRE  TWO  AUTHORIZED  SIGNATURES  ON  EACH  CHECK  WRITTEN  ON  RESIDENT 
ACCOUNTS. 

RESPONSE 

A.  Concur.  The  Camp  will  segregate  the  duties  over  its  financial  systems. 

B.  Concur.   Two  authorized  signatures  on  each  check  written  will  be 
required. 

RECOMMENDATION  ^5 

WE  RECOMMEND  THE  CAMP  ACCOUNT  FOR  THE  BREAKFAST  AND  SCHOOL  LUNCH  PROGRAMS 

SEPARATELY  ON  ITS  ACCOUNTING  RECORDS. 

RESPONSE 

Concur.  The  school  lunch  and  school  breakfast  programs  will  be  accounted  for 

separately  on  the  Camp's  accounting  records. 
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RECOMMENDATION   #6 

WE   R'ECOMMEND  THE  CAMP   COMPLY  WITH   STATE   LAW  CONCERNING   FURLOUGHS. 

RESPONSE 

Concur.  The  Camp  will  comply  with  state  laws  concerning  furloughs. 
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